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Managing 
Risk 

Fostering 
Collaboration 




1 ncreasing \ 
Value J 


Success 


Managing \ 
Time ) 


We plan 


and co-ordinate cost, time and value - and manage risk - from day 1 , 
with a focus on successful outcomes. 
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■ Large Projects 


■ Medium Projects 


□ Continuing opportunities 


□ Opportunities under 


in commercial, public 


threat in all sectors 


sector and infrastructure 


□ Shorter project 


□ Limited number of 


programmes - sensitive 


contractors with the 


to slow down 


resources to do the work 


□ Large number of 


□ Limited supply chain 


competing tier 1 and tier 


□ Sophisticated risk transfer 


2 contractors 


□ High quality job, good risk 


□ Performance good, but 


assurance, client pays 


client should retain risk 


premium 


allowance 


□ Limited buying 


□ Increasing buying 


opportunities 


opportunities 



Presentation Structure - 
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Value 
Management 



Risk 
Management 



Case 
Study 
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If Value * Cost, what is it? 

• Value is derived from achieving maximum benefit for minimum cost 

• Benefit is derived from achieving functions 

• Functions can be weighted 



Benefit 



VALUE oc 



Investment 



Function 
Analysis 

Cost & Time 
Analysis 



Divide the importance of each function by its cost to get a measure of 
Value For Money (VFM) 
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Doing more of the right things for less 

"There is no point in doing the wrong thing more cheaply" 

Peter Drucker 
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Why? 
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How? 



Value 

Primary 
Functions 

Solutions 


Maximise value of 
usable space 

1 

Column free 

space 250k 

Build to 

boundary 70k 



Create exciting 
image externally 
and to entrance 

1 

Custom cladding 500k 

Planters 60k 

Glass lifts 750k 




environment 

1 

CCTV System 80k 
Security fence 40k 
Blast protection 200k 



Optimise tenant 
occupation 



Brise soleil 75k 
Spare power loads 25k 
Cleaning systems 60k 



Value is in what things do, not what they are 



DAVIS LANGDON 



The earlier the better! 



Potential for 
change 



Cost of change 




Construction/ installation 



Time 

Opportunities reduce with time 
80% of costs are committed at concept stage 
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Type 


Project stage 


Issue addressed 


Study Name 


vo 


Inception Stage 


To validate (he need) 


Need Verification 


V1 


Concept Stage 


To define the optimum 
profit 


Project Definition study 


« 


Feasibility Stage 


To select the best options 


Brief Development 
study 




V4 


Detailed De&bgn 
s i .: : i- ■ {components) 


To minimise costs and 
maximise comtnierabHlty 


Dosign & Cost Revlftw 


V5 


UN 


Lessons leamt for futurr 
projects 


Post Project Review 




rave, an er 



one or more p 
objectives' 
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IMP 






„ 




AMBER 




■ ■ '."". 


GUI 


MK 


.'..'.": 











EBB 
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Project 



rOrganizations J 



Tec hno lo g y 
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Kelly & Hunter 1992 

■ Workshop team brainstorm factors relevant to 
judging tenders 

■ Weight various factors using a paired comparison 
matrix - to determine relative importance 

■ Judging tenders in accordance with pre-determine 
criteria 

Increases certainty that judgements are fair! 




M a jo r G ovemme nt 

Technology PPP 

Programme - UK 

Wide 
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3 Prim e C ontra c tors Short listed 






1 






agreed selection Criteria (Value Drivers) 






1 






Weighted the Value Drivers 






1 






Determined the Client's Appetite forRisI 






I 






Assessment 
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Assessment 


















EVALUATION CRITERIA, VALUE DRIVERS 
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index 


No 


DESCRIPTION 


Weight 


25 


20 


20 


5 


5 








T 


1 


Prime Contractor A 




















: 






100 


100 


80 




20 








2 


Prime Contractor B 
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Prime Contractor C 
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Cost* 

Benefit ranking: Poor - 1 ; Fair -2; Good - 3; Very Good -4; Excellent - 5. 







Risk Register produced for each 
bid from the evaluation 



DAVIS LAHGDON 



Each 

Contractor 

asked to 

suggest how 

they would 

mitigate the risks 
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Programme Board 

Decision 

based on 

Va lue a nd Risk 
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■ If all bidders are competent then it can come down 
to lowest cost a lone! 

■ We need more sophisticated cost/ benefit ana lysis 

■ Value and Risk Management techniques can be 
useful fbrthe procurement process 

■ The process doesn't replace judgement! 
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Thank You 



